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Abstract
In the first half of the year 2020 we have witnessed a pandemic spread all over the globe. The
harmful impacts of Covid-19 on the health of humans that could end in “death-penalty” were
tried to be prevented by locking down almost all businesses/economy expect the medical sector
and businesses that offer essential goods and bakery. The lock-down had massive negative
effects on the businesses that were effecting therefore global economy is facing a recession.

The main aim of this paper is to understand the policymakers’ decision towards the “Covid-19
first era” by tuning economical tools such as lower interest rate by central bank; justifying tax
& fiscal policies; cut the government spending; the lock-down and the post-pone of the utility
payments (roll over debt), rents and other regular payment such as loans (don’t pay debts)
which will hibernate the economy.

Furthermore, this paper elaborates the economical tools that should be taken in concern in order
to overcome the pandemic recession also known as “the post “Covid-19 first era”. This
paperwork objectives are defined through dependable, intermediary and independent variables,
in order to overcome the hibernation of the country’s economy. The Covid-19 impact in
Kosova economy’s to overcome the recession through sustainable pro-jobs investment, fair
taxation and other economical tools such as Remittance and Kosova Pension Trust Fund, in
order to accelerate the economy.

Keywords: Policymaker, economy, loan, debts, tax & taxation, unemployment, remittance & trust.
JEL classification codes: H11, I15, H81, H63, H2, E42, F42, J32.

1
OBJECTIVES OF THIS PAPER WORK
This paperwork objective focuses in the impacts of Covid-19 that enable the policymakers to
make the decisions that will hibernate the economy, case study Kosova. The independent
variable of this paper is the decision of policymakers, through intermediate: Central Bank
Interest rate; Tax & Fiscal Policies; Cut Government Spending; Lock-down of almost all
Businesses/Economy expect the medical sector and businesses that offer essential goods and
bakery, and the post-pone of the utility payments (roll over debt), rents and other regular
payment such as loans (don’t pay debts). This independent variable enforces the main
dependable variable to face the fall: in GDP, in employment rate, whereas this leads to the
hibernation of the country’s economy. The Covid-19 impacts in Kosova’s economy and the
recession will be overcome through sustainable pro-jobs investment, fair taxation and other
economical tools such as Remittance and Kosova Pension Trust Fund. Nonetheless, this
paperwork will intentionally not cover the international loans and subventions towards the
Government since these concerns the foreign not local policymakers.
1.2
QUESTION AND HYPOTHESIS
This paperwork defines its research variables: The Decision of Policymakers is considered as
the independent variable, the main central bank interest rate; tax & fiscal policies; cut
governmental spending; the lock-down of almost all businesses/economy expect the medical
sector and businesses that offers essential goods and bakery, and the post-pone of the utility
payments, rents and other regular payment such as loans, lead to the dependable variable the
GDP and the employment. Therefore, the paperwork raised the following research questions
and hypotheses:
Question:
Q1
How Policymakers made a decision that hibernates the economy during the “Covid-19
first era” (March-June 2020) in Kosova?
Q2
What are the main decisions that Policymakers should take to improve the economy
post “Covid-19 first era” in Kosova?
Hypotheses:
H1
In order to overcome the “Covid-19 first era” the decisions of the Policymakers in
Kosova were to lower interest rate by central bank; tax & fiscal policies; cut the Government
spending; the lock-down of almost all businesses/economy expect the medical sector and
businesses that offers essential goods and bakery, and the post-pone of the utility payments
(roll over debt), rents and other regular payment such as loans (don’t pay debts) to hibernate
the economy.
H2
In order to improve the economy from recession known as “the post Covid-19 first era”
the decisions of the Policymakers should focus on sustainable pro-jobs investment, fair

taxation and other economical tools such as: Remittance and Kosova Pension Trust Fund in
order to accelerate the economy.
2

THE ART OF LITERATURE

2.1
Covid-19 in Kosova
In order to understand the speed and time of the Covid-19 spread (Ostrowsky, 2020) pointed
out: “The coronavirus pandemic and the economic fallout affecting millions of citizens in
record time” (p.16). Therefore, the policymakers’ action was ad-hoc decision with no analyses
nor comparisons, whereas according to the (IMF, 2020) statement that the background of
Kosova: “Number of confirmed COVID-19 cases has reached 1,298 with 913 been recovered
and 31 deaths as of June 11. Containment measures taken by the government in order to delay
the spread of the coronavirus include temporary suspension of educational process on all
levels, closures of all non-essential businesses, social distancing, travel and movement
restrictions.” (p.110).
Figure 1 Total cases of Covid-19 in Kosova

Source: (Covid-19, 2020)

The figure one above, presents the data of Covid-19 era in Kosova and consequences on the
public health for pre and post first recession era. Pre era is considered until 4 May 2020 and
post era is from that date, hopefully we will not have call them the first and second era.

2.2

Policymakers Decisions Pre Covid-19 era

In order for one to understand, the challenges that the policymakers had to face, one must
understand the issues that they had to face during the Covid-19 era, (which are presented in
the figure 2.) Policymakers decisions, below:
Figure 2 Policymakers

Policymakers

Lock-down of almost all Businesses/Economy expect the
medical sector and businesses that offer essential goods and
bakery
Cut Government Spending;
Central Bank Interest rate;
Post-pone of the utility payments (roll over debt),
Post-pone rents and other regular payment such as loans (don’t
pay debts).
Tax & Fiscal Policies;
GDP in Kosovo
Employment rate, whereas this leads to the hibernation of the
country's economy.
Source: prepared by author (2020)

● Lock-down of almost all businesses/economy expect the medical sector and
businesses that offer essential goods and bakery
Regarding the lock-down due to the Covid-19 the policymakers were forced to take such an
action in order to protect the population’s health. In the context of the lock-down, (Begg, 2020)
pointed out that: “the economic effect stems from the uneven incidence of the lock-down of
economies. Aviation, tourism, leisure activities and non-food retail face an extended period of
inactivity.” (p.1). Furthermore, (Jung, 2020) elaborated the consequences of the lock-down:
“Due to the lockdown and related policies, government debt levels will increase significantly.”
(p.1). Following the debts there are expected to be private and public debts due to the economic
lock-down (Begg, 2020), (Jung, 2020), (Ostrowsky, 2020) and (Uka A. , 2020).
● Cut Government Spending;
Due to the Covid-19 recession, the government/policymakers have seen the need to cut its own
spending in order to fulfil the necessary immediate needs of society. In this context, (Jung,
2020) pointed out: “First, spending cuts – known as austerity – can help reduce the budget
deficit and decrease the debt level over time.”(p.3) whereas, this government spending cut
should be very carefully planned in order to not have side effect as (Jung, 2020) stated: “But
the last ten years have proven that austerity is bad for the economy and terrible for society.”
(p.3).
● Central Bank Interest rate;

In order to maintain economy and support various businesses, the Central Bank lowers its
interest rates and with that the procedures for borrowings. Nevertheless, (Begg, 2020) pointed
out that: “Coordinated action by central banks has seen interest rates slashed, vast new
injections of liquidity, and renewed quantitative easing.” (p.1). Hence, (Jung, 2020) stated that
the: “The Treasury can afford to borrow more because interest rates are very low” (p.1).
Whereas in regards to the government borrowing (Jung, 2020) pointed out: “The government
can afford to increase its debt level, because interest rates are close to zero – the lowest they
have ever been.” (p.1). However, this economical tool is absent in Kosova and the
policymakers/government cannot use due to the fact the Kosova is only user of the Euro value
and is not a decision maker.
● Post-pone of the utility payments (roll over debt), and post-pone rents and other
regular payment such as loans (don’t pay debts).
In order to understand the post-pone of payments especially loans payment, the (IMF, 2020)
regarding the Monetary and Macro-Financial pointed out: “The Central Bank of Kosovo (CBK)
together with the Kosovo Banking Association decided to suspend the payment of loan
instalments for businesses and individuals starting from March 16 until April 30 and later on
been extended to three months which end by mid-June. The CBK will apply regulatory
forbearance on loan provisions and capital requirements on reprogrammed loans.” (p.112).
According to (Begg, 2020) statement: “The fiscal stimulus packages, in varying ways, take
account of these considerations, with a mix of grants, loans and loan guarantees… emergency
loan funding for airlines and other directly hit sectors.” (p.1). In Kosova the business rents
were paid by policymakers/government for 50%, but postponing other utility bills for any
period was not a choice since public companies had faced a lack of financial stability to
maintain its operation.

● Tax & Fiscal Policies;
According to (Cukierman, 2020) statement: “Optimal taxation considerations imply that the
decision on allocating deficit financing between debt and HM falls within the realm of fiscal
authorities--a fact that infringes on Central Bank (CB) autonomy. ” (p.1). According to (IMF,
2020), the Fiscal Policymakers regarding the spending and tax measures included the main
issues:
“(i) Allocation of €6 million to the health ministry;
(ii) Deferrals for corporate income and personal income taxes, and VAT;
(iii) Advancing payments for social assistance schemes by additional onemonth’s amount (from one month to two months) to support families in need;

(iv) Removal of VAT on imports of wheat and flour;
(v) Deferral of public utilities payments until end of April.
In addition, fiscal package in the amount of 170 million euro (2.5 percent of
GDP) been adopted by government and execution of it to start soon. Ministry
of Finance has approached IFIs (e.g., IMF, WB, EU and EBRD) and other
bilateral donors for financial support. Ministry of Finance has started making
payment to workers as been planned under fiscal package where 64 million
been paid so far and more payments to take place in coming days.” (p.112)

Furthermore, in order to understand the positivity of the economic cycle (Uka A. F., 2018)
stated that: “The increase in the cycle leads to increase on the national income, by: the sales
tax and income tax raises, which mean that Ministry of Finance receives more income, whereas
controversy reduce spending towards the unemployed since the rate is drop by the economy
cycle.” (p.49). Whereas, one can state now that decrease of the national income would impact
lower sales tax and lower income tax, which leads to the policymakers/government spending
towards the unemployment rise.

In order to maintain or improve the economy, (Uka A. F., 2018) pointed out that: “…the
Central Bank buy any Governmental Bonds that Ministry of Finance is issuing, in order for
delaying the collapse of the economic cycle. Then this money Ministry of Finance distributed
to the population, this is known as ‘helicopter’ money” (p.51), to keep running the economy.
According to (Cukierman, 2020) that stated: “This led a number of economists to reconsider
the taboo on using seignorage (or more colourfully Helicopter Money (HM)).” (p.1). Hence,
this would help the policymakers/government to prevent its economy from high recession; this
should consider the prevention from second wave of recession in economy. Nevertheless, (Uka
A. F., 2018) regarding cutting taxes and helicopter money importance, elaborated that:
“…cutting taxes, however after the ‘helicopter’ money the price start to rise and inflation is
back.” (p.51)

● GDP in Kosova
According to (Cukierman, 2020) statement: “The huge actual and prospective expansionary
fiscal policies triggered by the corona crisis are expected to substantially raise Debt/GDP
ratios.” (p.1). Furthermore, (Begg, 2020) regarding the impact of Covid-19 on economy
pointed out: “A sharp recession is already underway and could see a double-digit percentage
decline in global GDP in the next quarter, with no real sense of when it will end or how a

recovery can be achieved.” (p.1). Nevertheless, in Kosova policymakers are aware of Covid19’s impact and are looking forward to face the 5% to 6% decrease in the GDP, which is
considered promising compared to the two digit % of GDP decreasing in Europe.
● Employment rate, whereas this leads to the hibernation of the country’s economy.
In order to understand the state that almost every country is facing we refer to the statement
made by (Begg, 2020): “Rapidly rising unemployment rates and warnings from many
businesses about their viability testify to the looming economic threats from the Covid-19
health crisis.” (p.1).
Furthermore, (Uka A. F., 2018) pointed out: “The direct impact of newly
unemployed faces a difficulties on paying up their loans. The families with
unemployment effects go directly to the commercial banks for
rearrangement/appeal, whereas the banks normally see this as a broken the
contract and takes the property out for Sale. This lead to bank in positioning of
many households/properties, which has an impact of price fall on premises. As
unemployment rises, have the impact on lowering the sales and the stock on the
warehouse start to pill up and have a negative impact on the Ministry of
Finance by losing money out by paying the unemployed benefits and by getting
less cash from taxes.” (p.52).
The negative side effects of the recession enable the policymakers to make a decision to lockdown its economy activity, which leads to the hibernation of the country’s economy. The other
activities up-mentioned are considered as decisions by policymakers PRE (preliminary) to
facilitate the decline of the negative effects of the Covid-19 recession.
2.3
Policymakers Decisions Post Covid-19 era
Following the pandemic situation as (Begg, 2020) mentions, came the next step to reopen the
economic and to face the consequences while being careful to not get infected and prevent the
further spreading of the virus, therefore: “Ending the lockdown will require careful judgement
of when the health imperatives need to give way to the economic concerns.” (p.2).

Furthermore, (IMF, 2020) elaborated the reopening of the Kosova’s economy from the lockdown: “Starting from May 4 2020, relaxation of some containment measures has started by
Ministry of Health. Business activities under construction sector, real estate, trade of vehicles
and some small shops been allowed to work. Second phase of relaxation measures has started
on May 18 when more business activities allowed to work such are dentists, barbers,
restaurants (take away), green market, museums, art galleries, urban transport. Starting from
June 1st, third phase started being implemented where almost all business activities allowed
to work. Also, workers in public institutions been asked to show up in the office starting from

June 1st. Starting from June 8 no movement restrictions and also borders with countries in the
region are open” (p.111)

Figure 3 Policy options for keeping debt sustainable post Covid-19

Source: CITATION
Car20 \l 1033 (Jung,
2020)
Following the Jung, K. we also have to develop the incentives to imply as a solution
for Kosova’s economy during the pandemic recession.
Figure 4 Policymakers Decisions (Pre) Post Covid-19 era

Policymakers
Decisions
PRE

Impact

Lock-down of almost all Businesses/Economy expect the
medical sector and businesses that offers essential goods
and bakery;
Cut Government Spending;
Central Bank Interest rate;
Post-pone of the utility payments (roll over debt),
Post-pone rents and other regular payment such as loans
(don’t pay debts).
Increase unemployment rate,
Low GDP
High Private and public Debt
Needs for Tax & taxation increasement

Policymakers
Decisions
POST

Sustainable pro-jobs investment,
Fair taxation and
Other economical tools such as Remittance and
Kosova Pension Trust Fund.
Source: prepared by author (2020)

● Sustainable pro-jobs investment,
Regarding the importance of the sustainable pro-jobs investment (Jung, 2020) stated: “a plan
for putting public finances on a firm footing, anchoring the recovery around sustainable projobs investments” (p.1). Furthermore, (Jung, 2020) stated that: “a strategy that focuses on
sustainable pro-jobs investments in education, the green transition, health and social
infrastructure. Such investments, following an initial stimulus during the crisis, can ensure
enduring growth of the economy.” (p.3).
● Fair taxation
Regarding the importance of the tax reform (Jung, 2020) stated: “a plan for putting public
finances on a firm footing, anchoring the recovery around … fair tax reform.” (p.1).
Furthermore, (Jung, 2020) pointed out: “smart investment can bring in a multiple of that in tax
revenues in the future. This means the debt burden is more easily repaid in the future, with a
smaller share of tax revenues.” (p.3). Contrary, (Fitchsolutions, 2020) elaborated that: “Low
taxes and incentives to attract foreign investment have been a major draw for multinationals”
(p.32). Despite the attempt to offer the solution (Uka A. , 2020) by taking into consideration
the importance of foreign direct investment, pointed out that: “Implement the so-called
‘pandemic tax’ on production and consumption until the sinking of the Covid-19 pandemic
impact.” (p.11).
● Other economical tools such as Remittance
Since, Kosova’s economy is highly impacted by remittance and because Covid-19 lowers the
opportunities for exiles to visit their country/Kosova, this will lead the second recession of the
country’s economy. Furthermore, according to the Governor of Central Bank of Kosova,
(Mehmeti, 2020) stated: “Another important channel of the Kosovo economy shocked by the
pandemic crisis may be the foreign sector. Kosovo is highly depended on remittances,
receiving an amount of more than 10% of GDP on annual basis.” (p.2). Due to the lack of the
remittance presence and its high impact into Kosova’s economy, the policymakers justly
review the opportunity towards the Kosova Pension Saving Trust Fund.
● Kosova Pension Saving Trust Fund.

The fund in Kosova Pension Savings Trust at the end of the first quarter of 2020 is almost
Euro2billion (KPST, 2020) and the policymakers/government sees the opportunity to return
up to 10% of the saving to its citizens, mentioned by the Kosova Ministry of Finance (Bajrami,
2020). Returning 10% is almost Euro200million, which is considered positive from many other
economists in the country (Uka A. , 2020). This amount of money returns to the market through
the consumers/demand, consequently the market will welcome this cash injection.

Overall, the policymakers should act quickly in order to maintain the economy cycle running
consistently; also it is recommended to increase the withdrawal amount up to 30% of the saving
trust in order keep the economy up and running, since the absence of remittance will decrease
the up and running of Kosova’s economy (Uka A. , 2020).
3
CONCLUSIONS AND RECOMMENDATIONS
The conclusion of this paperwork ensuing the implication of the various secondary data that
are relevant to the economy impact during the Covid-19 era followed by the decisions of the
policymakers to maintain Kosova’s economy stability or at least lighter decline, therefore the
hypotheses statement are to confirm as follow:
H1
In order to overcome the “Covid-19 first era” the decision of the Policymakers in
Kosova were lower interest rate by central bank; tax & fiscal policies; cut the Government
spending; the lock-down of almost all businesses/economy expect the medical sector and
businesses that offers essential goods and bakery, and the post-pone of the utility payments
(roll over debt), rents and other regular payment such as loans (don’t pay debts) which
hibernate the economy.
The decision made by policymakers in Kosova during the Covid-19 first era are almost in
accordance with the hypothesis, especially hibernating economy, whereas the impossibility to
act on the interest rate from central bank was due to the fact that Kosova is only a user of Euro
value; the postpone of the utility payments towards the state’s own companies was also
impossible since they faced a lack of financial stabilities to maintain its operation. Therefore,
one can state that the hypothesis one is semi (half) confirmed.
H2
In order to improve the economy from recession known as “the post “Covid-19 first
era” the decision of the Policymakers should focus on sustainable pro-jobs investment, fair
taxation and other economical tools such as: Remittance and Kosova Pension Trust Fund,
in order to accelerate the economy.
Regarding the decision of Policymakers to improve the economy from recession known “the
post “Covid-19 first era” no decisions have yet been made regarding the sustainable pro-jobs
investment and issues of any so called “pandemic tax”, whereas they are dealing partially with
remittance or facilitate the exile citizen to come in Kosova. Also policymakers have a partially
approach on Kosovo Pension Trust Fund to be withdrawn up to 10% whereas this should

change in accordance with absence of exile visiting the motherland Kosova up to 30% in order
to maintain the economic sustainability. Therefore, one can state that the hypothesis two is
partially (quarterly) confirmed.
The Covid-19 impact in Kosova economy is obvious, and to overcome the recession
this paperwork clearly states that it can be done through sustainable pro-jobs investment, fair
taxation ‘pandemic tax’ and other economical tools such as Remittance and Kosova Pension
Trust Fund.
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